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Taxability of Sale of Electricity for Usein Rental Cabins

QUESTIONS

1 Isthe sde of dectricity to the owners of overnight renta cabins subject to the state portion
of the salestax or isit exempt pursuant to Tenn. Code Ann. 8 67-6-334(b)(1)?

2. Does Tenn. Code Ann. 8 67-6-334(b)(2) include transients at overnight rental cabins
where no business activity (i.e. sales office or collection of monies) occurs on the premises?
OPINIONS

1. The sale of electricity to owners of overnight rental cabinsis subject to state salestax.
Tenn. Code Ann. § 67-6-334(b)(1) doesnot provide an exemption for owners of overnight renta cabins.

2. Use of electricity by transient occupants at overnight rental cabins where no business
activity occurs on the premises does not constitute residential use under Tenn. Code Ann. § 67-6-
334(b)(2). Thus, those sales of electricity are taxable.

ANALYSIS
1 Taxation on Sale of Electricity to Owners of Overnight Rental Cabins

Tenn. Code Ann. 8§ 67-6-334 provides exemptionsfrom salesand usetax for energy fuelssold
to consumersfor resdential use. Specificaly, 8§ 67-6-334(b)(1) exemptsfrom taxation energy fuelssold
directly to consumersfor usein single private residences, which include free-standing homes aswell as
apartments and other multiple dwellings actually used for residential purposes.

Overnight rental cabinsthat are not being used as single private res denceswould not qualify for
thisexemption simply becausethey do not meet the definition of aprivateresidence. Overnight rental
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cabins are generdly used for transient purposes, which puts them in the same category with hotels, motels
and other transient accommodations that are designed for short-term use. Thus, the the purchase of
electricity or other energy fuelsfor usein overnight renta cabinswould not be a purchase madefor private
resdentia use. Consequently, ownersof overnight renta cabinsare subject to taxation when they purchase
electricity or other energy fuelsfor usein their overnight rental cabins.

2. Applicability of Tenn. Code Ann. § 67-6-334(b)(2) to Rental Cabins

Section 67-6-334(b)(2) says, “Use of eectricity or other energy fuelsin hotel or motel units by
transient occupants does not congtitute residentia use.” Applicable definitionsfor Title 67, Chapter 6 of
the Code arefound in 8 67-6-102. There isno definition for hotel, motel or overnight rental cabin
specificdly, but the meaning can be extrgpol ated from the definition of “retall sde€’ of servicesfoundin §
67-6-102(24)(F). Section 67-6-102(24)(F)(i) indicatesthat retail sales priceincludesthe“sae, rental or
chargesfor any rooms, lodgings, or accommodationsfurnished to trangentsby any hotel, inn, tourist court,
tourist camp, tourist cabin, motel, or any placein which rooms, lodgingsor accommodations are furnished
totrangentsfor condderation.” Thislanguageindicatesthat the Generd Assembly viewsthevariousterms
that definetypes of transient accomodation as being synonymous. Arguably, an overnight rental cabin
would bethe same asa“tourist cabin,” which would placeit in thissame category. Thus, it isthe opinion
of thisOfficethat 8§ 67-6-334(b)(2) doesinclude overnight rental cabins, which would encompassany kind
of overnight rental cabin, including thosewhere no businessactivity occursonthepremises. Consequently,
useof eectricity or other energy fuelsby transient occupantsin overnight rental cabinswould not qualify
asresidentid use. Therefore, salesof dectricity for usein overnight rental cabins remains subject to the
sales tax.
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